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As the accelerating process of interest rate liberalization and the development of 
Internet financial products, competition between commercial banks is growing fiercer.  To 
keep competitive, commercial banks need to constantly improve the level of fine management. 
Fund transfer pricing (FTP) is an effective approach of improving management quality, and 
dealing with new problems brought by interest rate liberalization. 
FTP system helps Commercial banks to identify margin, manage risk, price, reallocate 
resource, and evaluate business decision. Most Chinese commercial banks used some sort of 
FTP system. But most of them couldn’t adapt to the diverse business needs of 
different branches and need to be improved.  
The objective of this thesis is to answer the question about how to design and construct a 
FTP system of branch level. The thesis also aims to solute the problems branches face. First, 
the basic theory of fund transfer pricing is described. The differences of funds transfer pricing 
between domestic and foreign commercial banks are listed, followed by the status quo and 
dilemmas that domestic commercial banks face. Next, funds transfer pricing system design of 
branch is explained in detail. Especially, evaluation and profitability analysis are 
described.  Finally, suggestions about fund transfer pricing management and system 
construction are given. FTP management is effective in improving management quality. And 
FTP system of branch is necessary for business development. 
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